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In Washington on May 4-6, finance ministers and central bank governors and their deputies of
International Monetary Fund and World Bank member-nations, and representatives of sub-groups,
such as the G-7 (the seven most advanced capitalist nations), and G-24 (Third World countries)
convened in Washington to formulate policies and suggestions to be presented at the IMF-World
Bank joint annual spring meeting on May 7-8. Summarized below are events and statements related
to this year's main concerns, and policy debates.
May 3: Some commercial bankers reportedly believe that the US debt reduction initiative, known
as the Brady plan, went too far in promoting debt reduction, but not far enough to encourage new
lending. At a press briefing early last week, Barry Sullivan, chief executive officer of The First
National Bank of Chicago and head of the Institute for International Finance, said more official
resources are necessary to make the Brady plan effective. He added, "If governments continue to
pressure banks, banks will use debt-reducing arrangements solely as a vehicle for exiting."
Knight Ridder Financial News noted that "some analysts" said they believed the Brady approach
may be applied to government creditors in addition to commercial creditors. There has been some
talk of a "Brady-2" plan that would promote debt relief through the Paris Club. [Notimex reported
that in a statement the Institute said the IMF and the World Bank were encouraging a loss of
"discipline" by debtors. Arrears of up to $18 billion, said the IFI, were "alarming."
The IMF was also accused of diminishing the effectiveness of the Brady plan.] According to the IMF
World Economic Outlook, Latin American nations' debt burden last year declined only slightly to
$399 billion. The Fund noted that while the Brady plan was an "important shift..., since agreements
to reduce debt and debt service have affected only a few countries so far, their impact on debt
service indicators for various groups of countries can expect to be limited."
A US Treasury official who requested anonymity told Knight Ridder Financial News that the IMF
will likely approve a plan that would use gold as collateral for loan repayment by 11 countries now
in arrears to the Fund. The plan would require the 11 to set aside their share of the gold reserves
now held by the IMF. The reserves would be sold if the countries fail to settle their arrears after two
to three years.
May 4: In statements before the Organization of American States (OAS) permanent council and to
reporters, Jamaican Prime Minister Michael Manley called for a conference of debtor and creditor
nations that would design a new debt management strategy. According to Manley, rules prevailing
in the world economy are contrary to common sense. Jamaica and other developing countries, he
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said, are paying more to multilateral institutions, such as the IMF and the World Bank, than they
receive in new development loans.
The OAS must promote changes in such "rules," said Manley, or Third World countries will not
have sufficient "breathing room" to restore potential for economic growth and development. Net
resource transfer to IMF and World Bank in 1989-1990, he said, will be $208 million, "an amount
that, in the context of [the Jamaican] economy, is massive." France and Canada have expressed
support for modifications of Third World debt management strategies as suggested by Manley and
other developing nation leaders. The other five member-nations of G-7 (US, Japan, West Germany,
Britain, Italy) are apparently not interested. G-24 ministers (comprised of eight ministers each from
Africa, Asia and the Americas) met to discuss proposals for changing foreign debt management
strategies. Zimbabwean Finance Minister Bernard Chidzero said the G-24 would examine how to
improve the so-called Brady Plan for restructuring the commercial bank debts of the most heavily
indebted Third World nations.
May 5: IMF managing director Michel Camdessus said Argentina, Brazil, Ecuador and Morocco may
be included very soon in the category of Brady plan beneficiaries. The initiative, presented by US
Treasury Secretary Nicholas Brady, was approved at last year's joint IMF-World Bank meetings. In
the past year, Mexico and the Philippines are the only two debtor nations who have finalized debt
reduction agreements under the Brady plan. Provisional agreements with commercial creditors have
been signed by the governments of Costa Rica and Venezuela.
Camdessus said the number of nations in arrears on Fund loan repayments, and therefore
ineligible to receive additional IMF assistance, had dropped from 26 to 11. Of the latter, he said,
only Cambodia is not currently trying to settle its arrears. The director said he believed the Fund
could offer collateral for other lenders, assuming economic conditions were appropriate in the
countries concerned. For instance, he said, there were three million ounces of gold deposited with
the IMF by the eight poorest arrears countries which could be used "as a last resort" for collateral,
although Camdessus was "confident we won't have to sell the gold." Next, Camdessus noted that
both Zambia and Peru had resumed payment of arrears after having stopped, and that Brazil was
undertaking massive economic reforms which he found "extremely encouraging."
May 6: G-7 finance ministers and central bank chiefs endorsed a proposal to raise the IMF's capital
contributions by 50%, to $180 billion from the current $120 billion. IMF managing director Michel
Camdessus originally sought a 100% increase to enable the fund to support emerging market
economies in Eastern Europe and indebted developing nations. Most of the Fund's Third World
member- nations have been calling for between a two-thirds and 100% increase for over two years.
Seventy percent of the IMF membership has supported a hike of two-thirds or more. The issue
was scheduled for discussion May 7 by the 22- nation Interim Committee, the IMF policy board.
The increase must be approved by 85% of the Fund's voting power. With 20% of voting power,
Washington has an effective veto on the matter.
On the issue of rankings and voting power within the Fund, US Treasury Undersecretary David
Mulford told reporters Japan will rise from fifth place to second. Second place will be shared with
West Germany, which had been third. Mulford said Britain, which had been second, and France,
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previously in fourth place, "made considerable progress in reaching an agreement in principle" to
share the fourth position.
The G-7 ministers also asserted there was a "need for strengthening the IMF arrears strategy as an
integral part of the quota review." Headed by the US, the G-7 called for adoption of suspending
rights of members in arrears as a condition to accepting the capital increase. Camdessus said a
suspension of rights for members in arrears was a good idea. Currently, he said, the Fund had the
choice only of letting them continue in membership or expelling them.
G-24 said Third World countries will not agree to the 50% increase unless the G-7 accepts a speedup in the next review of quotas and drops demands for sanctions against member-nations in arrears.
Indian Finance Minister Madhu Dandavate said he could accept a 50% increase in Fund quotas only
if the next increase in quotas was carried out in three years. Some members of G-7 have called for
a five-year delay. According to Dandavate, "An increase of less than two-thirds would be totally
inadequate to deal with the difficult problems of the early 1990's."
Both Dandavate and Brazilian Finance Minister Zelia Cardoso de Mello expressed opposition to
rights suspension. The Brazilian minister said she was prepared to see further delay in a capital
increase in the quest to obtain more than 50%. French Finance Minister Pierre Beregovoy and
West German counterpart Theo Waigel said they wanted a higher capital increase, but urged the
Third World nations to avoid delay and accept the 50% hike. US Treasury Secretary Nicholas Brady
asserted that while 50% was greater than desired by Washington, the US could go no higher. He
said, "A 50% increase, coupled with the Fund's existing uncommitted liquid resources presently $35
billion will allow the IMF to discharge its systematic responsibilities over the coming years."
Next, Brady said the US will support the 50% increase "compromise" only if Fund member-nations
agree to suspend rights of nations behind in loan repayments. This amendment would require $4
billion in arrears to be paid up as soon as possible from 11 nations Sudan, Zambia, Peru, Honduras,
Guyana, Cambodia, Vietnam, Liberia, Panama, Sierra Leone and Somalia. G-24 (representing
approximately 120 Third World countries) appealed to industrialized country governments, private
investors and banks not to neglect them in favor of new investment possibilities in Eastern Europe.
President of the IMF-World Bank Development Committee, Zimbabwean Finance Minister Bernard
Chidzero, declared, "The danger is there," that democratization and economic reforms in Eastern
Europe would lead to new flows in money and trade since investment in the region was more
attractive. In this case, "North-South relations will sour," he added. Chidzero said the industrial
powers seemed determined upon an increase in "normal" resources for foreign aid, not taking into
account the effects of inflation, rather than a "real" boost. The developing nations need "additional
real money," although they knew that industrial nations are coping with budgetary constraints.
In the absence of more official resources, the developing nations "will have to compete among
themselves to obtain private investment and to do so, we will have to improve ourselves" by
creating a better investment climate, said Chidzero.
On Jamaica's proposal that multilateral institution debt be subject to restructuring, Chidzero said
chances for approval were slim. Statutes of both the IMF and the World Bank, he said, do not permit
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them to restructure loans nor prolong payment terms for principal and interest. Chidzero said
85% of member-nations' votes would be necessary to modify the statutes to permit what Manley
suggests. World Bank president Barber Conable said the bank is considering providing another $2
billion in loans to Eastern European nations. In the past year, the World Bank approved $5 billion
in loans for Eastern Europe. In 1988, the Bank doubled its quotas to $171 billion. A total $2.5 billion
in loans for Poland have been programmed for the next three years. Similar amounts have been
arranged for other Eastern European nations. Conable said Czechoslovakia and Bulgaria have
requested membership in the World Bank.
May 7: Group of 10 countries reiterated a call to the IMF and the World Bank to promote market
reforms by Third World debtor nations, and support for the Brady Plan. According to G-10, such are
reforms are "essential" to encourage domestic savings, increased direct foreign investment and the
return of flight capital. Created in 1962, G-10 is comprised of the US, Japan, West Germany, France,
Britain, Canada, Italy, Holland, Belgium, Sweden and Switzerland.
May 8: Canadian Finance Minister Michael Wilson told reporters that the IMF Interim Committee
had agreed to the 50% capital increase. The agreement was part of a package negotiated between the
G-7 nations and Third World countries late into Monday night. Wilson, who chaired the meeting of
the IMF's principal policy-making body, said the quota increases will be accompanied by changes
in ranking of the major shareholders. A compromise formula on demands for sanctions imposed on
member-nations in arrears to the IMF was worked out.
Members would be suspended in those "rare cases where it is evident that a member with arrears
to the fund is persistently not cooperating with the Fund." In addition, the G-7 also agreed to a
demand put forth by India: in return for acceptance of what developing nations argued was too low
an increase, that the next review of IMF quotas be completed within three years, instead of five.
(Basic data from Knight Ridder Financial, 05/03/90; Notimex, 05/04-07/90; AFP, 05/04-08/90; AP,
05/06/90; DPA, 05/06/90; Xinhua, 05/07/90)
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